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. "e¥emption (nider that section. The basis for our conclusion is set forth below.

¥, You Wers formedtin WSS or chartable purpases witin the meaning-of section . - °
i -901(c)(3)of the Code. You plan on consfructing a health care facility for use as ahospital, | . - - . .
i €mic, or health cars facility to provide extended care, outpatient, orlong-term rehabiltation” - +. '

; services t(;b.-pahgn,ts‘ whpfaay,e gu,s‘ta._ined;phys:@l. cognitive and/or neuropsychological deficits.

}Nieénsed in thelr respective:fields. andled by physicians skilled in theraputic techniques, to ™ C

: . enstre that that patients rehabilitation needs.are met.in the most effective and efficient manner.
R _“:-.: . N o '-‘t' .‘:l :_;.:‘:‘ '. ' . E s ) . .
"+ i - The'health care facility will be constructed on Whacres of land that you-have purchased.

. ‘20 have not provided any ‘Contracts for:tha purchase of the M acres of land-and you have not

;. i ligged the.property. as an'asset on your balance sheet. You have not provided any details on

E . ‘howthe health care facilities will be financed: * - -

Yc;t;, cunently are not:opera,tjonél. ‘You have no medical fstaff, You do not plan- on havfngj .
- 2mergency room and thus-individuals in need of emergency care will be transferred to a local

oital. -You have not provided any dethils as to whether there is another hospital in your

T munity that is nearby your facility that:will operate an emergency room. |

_ Yop have not provided :any details cenceming your charity care policy. .'Furtherﬁ;aore. you
« . ¢z notplan’on providing a portion. of your services or facilities tobe us,ed'for‘marity patients.

L . ! You have a 5-member board of diredors. Three of the five board members may be

v ed, N . , and; - is paid an annual salary - I
... 'SW and! D is paid an.annual salary of SUR: You have not provided
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e )ydetalls as fo the:relationships amongst the directo
" Ly conflicts of interest among the directors, | | .

rs anc nformaiion as to whether there.are -

ey,

ent with W to utifize medical rehabilitation
The agreement is for -and if you sublicense the -
] .SO%;pt:qny Sublicense fee. - " .. " :

Iitodiains ownedby NN
Prograt; then you will pay §

Dopee

it foq ‘have entered into:an agreem

C Yq'whévéentergd ir],ﬁi)’ . year arte .
- #.vide client health. care § é d tumkey commercial services to -
Y. s the Presidef B The et viith ‘ .

i« ;.; that yot will pay to W There is 3 .

£ 1etiviieswhich accomplish o’ or mors of Such &
" {e)(3) of:the Code: - An organizztion: will:not be so
i; - f5actiies s notin firtherance o

7 Section 1.501(c}3}1(d)(2) of the Income Tax Regulations provides that the term e
- aritableYis-used in.Code section 501(c)(3) in its generally:accepted legal sense.. The - . - .
- ‘motion of healthi has long been recognized as a charitable purpose. -See Restatement <+ - - e
-1, p2cond) of Trusts, sections 368; 372 (1950); 4A Scott and Fratcher, The Law of Trusts, . ~*- - ', -
| {7 . sections 368, 372 (4th ed, 1989); and Rev. Rul: 69-545, 1968.2 C.8. 117. lalsoincludes . - . .o - .. d
... sening the burdens &f gévertimsnt, and relief of the poor: and distressed avid under, .7 - TeE

.C..v. United States, 326 U'S. 279, 2837 .- i 14
the that "the preseric le .. . [nonexempt] purpose, if substantial in° =~ * .
re, will destroy.the exemption regardiess of the number or irnportance oftruly ... [exémpf] - .. ~

Lk - In Rev. Rul. 69-545; 1969-2 C.B.117, the Service established the community benefit . _
.. s@ndard as the test by.which the Sérvice determines whether a hospital is organized and
<! e ated forthe charitable purpose of promioting health, - . A v
- - Rev.:Rul 83-157,.1883-2 C.B:.94 , holds thata hospital that otherwise met the A
-+ sirements of Rev. Rul. 69-545.was not required to operate‘an emergency room when a state ;
health- planqing agency had made a determination that additional emergency facilities would be
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- w#:emplion under section 505'11(0)(3) ¢f the Code,. .

i i iSection 5,02 0f Rev: Proc: 90-27, 1990-1 C.B. 514, provides that exerript status will be .-+ .
1racognizedin advanceofopprauonsﬁproposed operations cai be described:ih sufficient detailto ;. - |

- :Froeadues br other. means adopted or planned for camying ot the activiies, the anticipated
;- Isfurces of receipts, and the nature of contemplated expenditures. . Where the organization cannot © -
! ';.qa‘mon"s,t_ratg'tq"ﬂje-saﬁsﬁa@bn of the Service that its proposed-activities will be exempt, a record of - -

i saciaal operations may-be:required before airuling or deterrnination letter will be issued. In those.-
7755 where an orgarization) i unable to describe fully tts. prposes and activiies, & refusl fa. -

S & a.ruling or-determiriationfetter will be considered:an initial adverse determination from which . . -
. i~ ‘inistrative appeal or protest rights will be afforded. oy T

- Livi 1c..v. Commissiorier, 950 F.2d 365 (7th Cir. 1991), involvedan .~ © -~ . -
. [+ inizafion that oper: ed restaurants. and: health food stores with the intention of furthering the. ,
£y Jious-work of the Seventh-Day Adventist Church as a health ministry. However, the Seventh -
.. - Gircuitheld that these activities were primarity: carried on for the purpose of.conductinga

e rmercialibusiness enterprise. Therefore, the organization'did not qualify for recognition of. S

’ ‘In.Federation Pharmacy Services Inc. v: Commissioner, 72 T.C. 687 (1979), affd, 625.. . .
<c BO4 (8th Cir, 1980), the Tax Court heid that while selling prescription pharmaceuticals - = - .
sroriotes health; phammacies. cannot qualify for recognition of exemption under sectiori .
J1{c)3):of the Code on that basis alorie. ! . PR ’

sital:with an independerit board of direétors executed a contract with a ‘medical partnership ..
©>0sed of seven physicians. . Thé conitract gave the physicians a virtual monopoly over the” -

» of the hespitar's patients and the stréam of income they iepresented whilealso -~ . -
canteeing the physicians thousands of dallors i paymants.for Various supervisory activities.

w Sourttield that the benefits derived from the contract constituted sufficient private benefit to
: gpi scludeexemption. - - S : : g

In:

i eric 'v. Commissioper, 92 T.C. 1053 (1989); the court
concluded that

‘ an organization that trained campaign workers for the benefit of the Republican
. - ' Party was not exampt under section 501T(c)(3) of the Code due to-the greater than incidental
“pré i behefit to the Party., The court noted that section 501(c)(3) organizations may ‘benefit

‘prevuie interests only.incidentally. Confefting imore than incidental benefits on private interests
'i§a nonexempt purpose.” R e o

. Tobedescribed in section.50H(e)(3) of the Code, an organization must be organized and
', -operated:-exclusively for exempt purposes. | An organization will be regarded as operated -
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. InHarding Hospital, inc. v. Unied States, 505 F.2d 1068 (8th Cir. 1974), a nonprofit. "~ . . | .-

' ‘eXclusively for exempt purposes only if it engages primarily in activities which.accomplish those S
“gkempt purposes. ‘An organization does hot operate exclusively for exempt purposes ifmore * - - @




s a an, msubstanhal part of its activities does not funher exempt purposes Section

' I -urdlaseforlandwhereme healﬂmarefacﬂiheewdloperate

You have not,; shown tha; you are opefaung for d:antable purpos% by satisfying the

Lo 1munity beneﬁt ‘standard ds-described in. Rev. Rul. 69645 You do meet the: community:- '
efit; etaooard since you do not plan on maintaining an emergency room or.provide

2rgency’ services, no pohron of your facilities will: be used for individuals who are uneble to

1sarve, Mor‘eover ﬂxreeoftheﬁveduectorsarerelatedtoead\other which mdlwtesthat
= board ig.not represeniehve of the community. Furthesmore, you have not provided any:

o erahon ﬂ'uatyou do notneed an. emergency room. bewuse itwould be duplimhve as
L ;scnbed in Rev..Rul. 83-157 ‘

e A e e

; - Anz organuon i’s nqtopenated exduswely for exempt purposes unless it serves a publlc
o ;-j;ratner thania private interest. ‘An; ‘organization: :must establish'that it does not operate for. the
' beneﬁt of private interests such as deelgnated individuals, the creator or his family or

-_ulabons For the' reasons explanned below you have falled fo sahsfy the reqmrements of -
L Ar'tron«1 501 (c)(3)-1 (d)(1)

. i

! me information in the! file supports the conclusion that you are operating for the private

WP inciudes the-fact that you.were crealed: by I you ¢ established a salary for
: :,w.meu S, octering.into a contlicts of interest policy, the majority-of your directors are

B related.to each sther and to IR :nd you have entered into two-gontracis with companies. RN
L Theriefore. i has significant oontml over and derives'significant - |

B :neﬁt from 'your. operatlons' See. inc. v. United . and American
oAt ; 1 Acader lsslener The benefits provided to therefore violate the
- lbmon» agamst pnvate murement oonta ‘ned in section 501 (c)(3) crf the Code

& Furthermore you have not. explazned your activities in sufﬁaent detarl to: support a’
‘fl‘{vorable detenmination of exempt status under section 501(c}(3) of the Code. Yourhave stated
at you want to-operate a ‘health care facility, but have not provided spedific’ details. explaining
ow you: will operate as an organbon described in section 501(c)(3). Therefore youhave
u!ed to-establish a. basrs for exempbon under sectron 501(c)(3) See Secuon 5 of Rev. Proc,

: D*27 suprg. SO

n . Aeoordmgly. you do not qualify for exemptnon as an orgamzahon described in secuon B
01 (c)(3) of: the Code: and you must ﬁle federa} income tax retums :

';"5 Contnbuhons toyou are ot deductxbie under section- 470 of the Code

£ (C)(3)—1 (e)(1).of the; negulahons Alse see Better Business Bureau'v. United States, supra o

oy e Youplanoneonstrucﬁnghealﬂrmfaulmes anordertooperate ahosprtal clinic or health
© i afacility: Youxhavenotprovndeddetansastoﬁnanmg the-facility or listed the purchased. 75
' esoflandonywrbalaneesheet. Youhave not.provided any mformahonastoanyeonu-aet ,

| /-and, lyour board. of directors has not been shown to be representative of the community that

i+ Yeontrolled, directy o indirecty, by such-prijate interests.” Seeisectiori 1. 501(c)(3)-1(dx1)ofme -'.' s

enefit of .— Evidence showing that you. are operating for the private benefit g_ .




o.5opita statement of yourxwews tothis office; with a full explanation of your reasoning. This

. You:alsb havea right to.a-conference if this office after: your statement is. submitted, -

o

o lproper power of attomey andx otherwnse qualriy under our COnference and Practices
L Rfequnements : . . ,

":'L"

I you, do Ot protest thls ruling i mely. manner it.will be considered by the tntemal

the'.DIstnct Court of the. United State’s for the District of Columbia determmes thatthe = .
. i 1organization invotved hasexhausted admlmstraﬁve remedies avallabte 16 :It withm the Intemal
RevenUe Service; . ; .

1

SR Ifwe»do not heair from you withiin 30 days. this niling will beoome ﬁnal and a copy will be
: fcmarded 0. the Ohuo.Tax-Exempt and Government: Entities (TE/GE) oﬂice. Thereafter; any

7.4 -829-5500 (a foll freés er).of sending;correspondence to: ihtemal Revenue Sefvice,
{E/GE Customer Semce,.P'.O ‘Box: 2508, Cmcmnatl OH.45201.. The. appropnate State
_ Q:ﬁlcnals wull be notrf ed of thns aetlon In awordance with Code sectlon 6104(0) :

When sendmg addttional letters to us wnth respect to th:s wse you wrll expedrte thesr

1

oenpt hy using: the followmg address:-

1111ConshtutsonAve.NW
Washmgton '0.C. 20224

R "-. lf you have any queshons, pleaSe eontaet the person: whose name and telephone number
ey shown in theheadmg of this letter o - P R
.;: “igne; ,,\ Me:vm Fr;ed}aodex
. - ‘ W T c i PO Marvin: Fnedlander
S P N I - Manager, EO' Techmcal
| IS P S S Group1

v ‘ You have the nght to protest thas rultng if: you beheve itis: |noorrect. To protest, ‘you should s
- - tement, signed by:one: of.your’ officers, must be submitted within 30 days from the date of this "+ - - . |

I e armust request the mnference lfyou want one, when you file your protest statement. lf‘yoq, L
o o are to be represented by someone who is not one of youromoers. that person will.need to file a’

. ¥ enueiService as.a failurs to extiayist available administrative remedies. . Section; 7428(b)(2) Sl
T, e Code provxdes in. part, that a dedaratory judgement ordeeree under: this.section- shall not .
Issued:iniany proceedmg uniess the Tax. Court, the Uriited States Court of* Federal Claims, or..-

. iqtiestiohs about your federal income tax status should be directed to that office, either by calling




